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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON D.C 20549

1ilViI1fl 09011659

09011836

JolnR iJtzschneider Esq

Bingham McCutchen LLP

One Federal Street
_________________ _____

Boston MA 021 10-1726

Re Morgan Stanley Smith Barney LLC
Morgan Stanley

Citigroup Inc

Dear Mr Utzschneider

We are responding to your letter dated May 29 2009 to the Division of

Corporation Finance and the Division of Investment Management with regard to your

request for temporary no-action relief Our response is attached to the enclosed

photocopy of your letter to avoid having to recite or summarize the facts presented in

your letter Capitalized terms in this letter have the same meaning as in your letter

Yowhave askedthe Division of CorporatiDn Financefor no-action relief during

the applicable Relief Penod for each of the Morgan Stanley Parties the Citigroup Parties

and MSSB with respect to the reporting requirements under Sections 13d 13g and

16a of the Exchange Act Based on the facts and representations in your letter but

without necessarily concurring in your analysis the Division on behalf of the Office of

Chief Counsel and the Office of Mergers and Acquisitions will not recommend

enforcement action to the Commission with respect to Section 13d Section 13g and

Section 16a reporting if from Legal Day One through the applicable Relief Period

The Morgan Stanley Parties aggregate and report the securities they

beneficially own outside MSSB with the securities that they would be deemed

to beneficially own within the MS Channel with footnote disclosure reporting

the portion of the holdings attributable to MSSB and exclude from their

reports the securities that they would be deemed to beneficially own within

the SB Channel

The Citigroup Parties aggregate and report the securities they beneficially own

outside MSSB with the securities that they would be deemed to beneficially

own within the SB Channel with footnote disclosure reporting the portion of
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securities that they would be deemed to beneficially own within the MS
Channel and

MSSB does not separately report the securities that it beneficially owns

In reaching these positions we note particularly your representations regarding

the monitoring and reporting challenges presented by the current information technology

systems of the MS Channel and of the SB Channel the scope and scale of the task of

integrating these systems and the time needed to complete the integration your

representation that Morgan Stanley Citigroup and MSSB will maintain information

barriers to protect their respective customers trading information and your

representation that the MS Channel and the SB Channel have their own separate

processes for making investment and voting decisions which will remain in place

through the applicable Relief Periods These factors minimize concerns regarding the

sharing of information and coordinated investment and voting decisions between the MS
Channel and the SB Channel

You have asked the Division of Investment Management for temporary no-action

relief with respect to the reporting requirements under Section 13f of the Exchange Act

and under Exchange Act Rule Oa-3T Based on the facts and representations in your

letter but without necessarily concurring with your analysis the Division of Investment

Management will not recommend enforcement action to the Commission under Section

13f of the Exchange Act and Rule lOa-3T under the Exchange Act against the Morgan

Stanley Parties the Citigroup Parties or MSSB if each of the Morgan Stanley Parties the

Citigroup Parties and MSSB submit Form 3F reports and Form SH reports respectively

in the manner set forth in your May 29 2009 letter

We have considered your request for confidential treatmerit of your letter and our

response We have determined that the request is reasonable and appropriate under 17

CFR 200.8 1b Accordingly your letter and our response will not be made public until

the earlier of the Closing Date and 120 days after the date of our response

The foregoing no-action relief is based on the representations made to the

Divisions in your letter Any different facts or conditions might require the Divisions to

reach different conclusions This response expresses the Divisions positions on

enforcement action only and does not express any legal conclusion on the questions

presented

Sincerely

Thomas Kim Osterman

Chief Counsel and Associate Director Associate Director

Division of Corporation Finance Division of Investment Management

The relief granted in this letter relates only to the Morgan Stanley Parties the Citigroup

Parties and MSSB
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Division Corporation Fiiandó

Ofl of the Chief Cqunsei and Office of Mergers and Aeqnsztions

Divisinit tT ieatnent Management
OffitthecfCthse1

Seeunttes and Exthange Ciniusston

100 Streets

WhngtonDC 20549

je Morgan Stanley Smith Barney Requestfor NoAetion1ositkn

Section 13.andSection 16 and iule1fta-3T

Lad ies and Gentlemen

4t

This lotter co s.çrtajnieuests
kr

Stanley South Bzniey LLC and tts two ultimate parenta Morgan Stanley

gjtgIand together with itaftThates other than Floldmgsas defined

below MSSB and other direct and indirect s.ubstdiartes of Holdmgs the

tankv Partiea and Citigroup Inc Citigtou am together wtth its affihi4es other

than Ho1dings hiSSR and dtheidirt.asil indireeui sidisiieof Holdings The

thgtwhtltf Spccifially the purpose of this letter isto request that the Staff

the ff of the Div uon of Corporation Irnance and the Division of Investment

Mang nentof the SscuritIes and Exchange Commisten the omnijasion or the

M1cortfirmthat they would not.reconunend WtheCominissión thath take

enforcement action agamst MSSB the Morgan Stanley Parties or the Cjttgroup Parties

uad Section 13 dSection 16 ftheSeeuritesExchang.tof 1934 the Exchaijg

As discussed further biiow the bus ness .bcngcontributed to the joint ventures will

inchideertain non-U$ affiliates which will be separate subsidiaries .of.Holdiugsas

defined beloW.. For purposes of this discussion MSSB will include Holdings and such

atIiliatesnotwithstanding.tie faet.Tha such atThiates.technicsily.wifl.be separate

subskliaiies of Holdings

OOL
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Rule LOa.3T thretinder if M$SB the Morgan Stanley PÆrti..an4the

Citigroip Part.ies.temporarily report positionson the basis described below

summary of the partles respective reporting obbgations and the relief requested Part t1

provides an overview of the formation and trueture of MSSB Part 111 provides

discussion of the management and structure of MSS13 especte4to be ui place on the

closing of the tranaction Part IV provides temporary proposal for mbnltorhig and

reporting under Sectos 13 and 16 and on rorm SH assummgthe requested ritheffrotn

the Staff is granted and summarizes the intcntion for such inomtormg and reporting

aller the period for requested relief has passed Part provides rationale for the

requested I1f

ofRe4uired.Rºorthi and Requtsted.Rfief

RqurredJeporturg4 of Liigal 1Y Jm 4bewrRe1ef

As drscused more fully in this ktter Morgan Stan1eyand Citigroup will initially

indirectly own 51% and 49% respectively of MS513 and each will have certain hoard

representation and other rights As reult each of Morgan Stanley and Citigroup

believes that under Section 13 and Section 16 as of Legal Day One as defined belowand relief it wukt be rqufr to either securities benotkIally owed
it with securities bneffcial1y owned by all of MSSL3 or to implement appropriate

information barriers to allow it to disaggregite from MSSI3 Or these purposes in
accordance with the iCs disaggregation guidance in its Release No 34953l January

12 1998 incLuding the use of information barriers the lisaggregation Guidance
Absent relief on Legal Day One MSSI3 would be required to separately repon th
secuuaes it beneficially owna Mao on Legal Day One al1sentrche ettherr cacti of

Morgan Stan1 Cittgroup1 and MS1 would be required to repOrt on Ptms 13P and SR

Wenute.that in many man cesvhereI.MSS13 may havea.reportingrequlrement it may

report jointly with one or more of Its parents

3Eaeb Of Morgan Stanley and Citigroup currently files óneJoiin 13F.and one Porn sa
report forall el itsaffihiated entities

M$S 3Morran S.tanlcy mdCii gou
Afl3QZseU
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.it.spectiveIy has itwesLent 4i.1tioa

or whieb it has rep th1e short position or engages in reportable short trasaetin
or Morgan S1aitIey would be required to aggregate and report secuntis ovewhieb it

has ttwestulent thscretion or in which it has reportable short position or engages in

reportable short transaction with all securities over which MSSB has in%estinent

discretion or rn which it has reportable shprt positina or engages bi reportable short

transaaion and Citigroup would report sep4ratoly ony the securities over which it has

investment discretion or rn which it has reportable short positron or engages in

reportabe.sbort tranctiom
....

Reqiwted Relief- Legal Day Me Through the Apphcable ReIifPenod
as defined bt1e

The patties request relief such tha with
respect to the Morgan Stan1eyartie

and the Citigroup aflies until the eadier of1 the date on which Morgan Stanlyr
Citigoup as the case maybe can dgg tehposition monflonngorreportnig fróh
or 4ggregate its poaion monitoring and reporting with MSSB in each case consitent

ith the reporting method desenbed in Part beo or September 30 2OO9 an4
with respect to MSSB until the earlierof the date on which each ofMorgan Stanley

and Citigroup can draggregate its position monitoring and
reporting from MS3 or

September30 2009 in each east such period is referred to as the apphable 1eJief

icrI for such party.for puroses of Sdbn 13 and Seciión 16 porting

The Morgan Stanley Parties vifl aggregate and report the securitieshcy

bendeiafly oWn outside MSSI3 with the securities that they wouldie1àemed to

benefietidly own wiThin the MS Channel as defIned below and ittay elud
the securities that they would be deemed beneficially on within the SB

Channel as defined below
The Citigroup Pmes will aggregate and

report the securities they benieialiy

own outside M$S13 with the securities that they would be deemed to beneficially

Own within the SB Channel and may exclude the securities That they wotdd be

deemed to beneficially own within the MS Channel and

.MSSB will separately report seen rities benefichdly owned by it

Ihe parties also request relief under wtucb until the end of the apphcablRoliefPerind

for purposes of Farms LW ami

The Morgan Stanley Parties will include the securities over wInch they have

rnvestmcnt discretion or in which they have reportable short position or engage
in at portable Short sa te with the sdiurities Over which thc.M$Chemi fj
investment discretion or in which it has reportable short position or engages in

reporta bi hott.sal and mayexchide the securitiCs over fibthSB

lIP
CntiilnuaJ Ta by MSSII MGgw Stn yiwdCpgieu io3

Afl34l2525O1i ..
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Chanie1 has investment dzscrthon or in which it has areportabk short position

cr engages in teportable short cale

TheCitigrnitp Parties will include the securities over whichseyhav
tnvectment discretion or in which they have reportable short positkn or engage

reportable short sale with the secunties over which the SB Channel has

investment discretion orm which ha reportable shrt position or engages in

ripcirtable short sIi and may exelude the sceurthes over which the MS
Channel has nwestment discretion or in Mitch it has reportable short position

or engages in rçortaWe short ak and

MS$ wifle noticef4lzngs to indicate that ciqitiesoverwhith fthas

inesUnent4iseretion er in winch it has reportable short poattIon engages in

teporttebod sale included in reports by the Morgan Stanley 1rties and

During.theCiigroup Pifr ie.kelief.Perid thesecurits heki by iheSI
-hannel will be reported by th Citigoup arties During such kehef Period the

Citigroup Parties will theludea legend on their Form 13P reports and Form Sit
reports to

indicate that such reports include securities held by the SB Channel During the

Citigroup Parttes Post-Relief Period as defined below the Citigroup Parties will not

report 1r either the SB Channel or MSSB

Durug the Morgan Stadley Parties Re1he1ertd $e securities held the MS
Channel will be reported by the Morgan Stanley Parties Durmgsttc elieiPez4od the

Morgan StanleyPattes-will include legend on their Form 13F repo4sand Form Sfl

reports to indicate that such reports ineltide securities held bytheMS Channel

During the organ Stanley Parties Post-Relief Period the securities held by
MSSB ma be reported the Morgan Stanley Parties in which case the Morgan Stanley

Partze will include egend on their Fouii 13F reports an4Fonn SH reports to indicate

that such reports include eeunttes heli by MSSB Under such urcunistances MSSB
Will submit notice repQrt te state that MSSBs reportable securities are included on the

Morgan Stay-Parfie Form l31 reports iuid Fomi SB reports as aplieshi

Aftematielyj dnnng th Morgan-Stanley Pame PosWtehef Period the secuntlea held

by MSSB may b.c reported by M5513

Therefore no later than October 12009 the Citigroup Parties will not report

on either.Forrn 13F or Form SF1 any seeiuitie over which MSSR.basiivstæient

ITtaeind MSS Morv Sirnlay 4Cupou -014

W7302525013
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discretion and Æherthe Morgan Stanley Parties MSSB wifl report on Form 13F

and Farm Sil all secwities over which MSS8 has investment discretion4 It is anticipated

that MSSB will be included as an othçr included manager on the Morgan Stiudey Parties

orin 1F holdings róports and Form SF1 entries reports and MSSB will continue to

make notice.fillngswith rcsp ccl to bothFonn 13FindF SHà some point dudrg
calendar year20110

Foilowing I/te RthefPmods

Following the Iicitble partys 1elief Period with such pend ai it fra to the

applicable party rthrred to as the dPOtRelIef Period for purposes of ectroit 13 rtd

Section 16
reporting

The MorganStatiley Parties will either ggate sejd.ós.tly

beneficially own outside MS$ with all securities nefi rtlly owied by MSSI3
or implement appropriate information barrtcrs to allow them to disaggregate

trom MSSB for these purposes in accordance with the Disaggregation Guidance5

The Ciugroup Parties will implement appropriate information barriers to allow

them to gregate from MStB in accordance ith the thsaggregatran

Gutdancaz4 aec4lngly will report only those securities they eueial1y
own outside MSSI3 and

Whete remtured MSSI3 will separately report the secuntie it beneficially owns
either it stand-alone filing orajomt filing with the Morgan Stanley Parties

pUrsuant Rule 13d-4k or l6a3j as applicable

With

The Morgan Stanley Parties the Cmgroup Parties and MSSB wift sepanttel

report the securities Over which they rcspecwvely have investment discretion or

has reportable short position or engage in reportable short 5ai4i or

The parties recognize that Form SF1 was adopted pursuanf to temporar rultsettn

expire on August 2009 and expect to follow smiilar approach with respect to any

successor ruie and/or form

Morgan Stanley currently expects to disaggregate from \4SSB but the timing for such

diaieation is uncertain.

CennTmRquesiedbyMSB anStanIc mdCaigniup I10

/73O2Z25O.i3



May292OO9

Page6

FOiACONFIDENTLAL T1EMMENDREQU PURSUANT To 13 CI2oO.8i

The Morgan..Stanley Parties willinchideinthcir i1OrtStheSeCUritieSOVCr which

they haee investment retion or in whichthey have reportahk short position

or engage iaarepontble short sale and all secunties over which MS3B has

rnvestment hi retior or in winch it has reportable short position or engages in

reportable sbqrt sale and will rrnIude legend on the front page of such report

to indtcate.that.lafortn tioa regar lingMB is inCludedwithin and the

Cittgroup Parties will report separately only the securities over which they have

InveStment discretion or in whh
they have reportable short position or engage

a.reportablo shoitÆle

In the case of the second of the two options above MSSI3 will make notice

filings to tndteate that securitte over which it has investment thscrthon or in

whkh it has a.reportable ShOrtj oo.ovengages in ateportableshod sale are

melded in rpärtbv.the .M.gn StauleyParties

Turin the partie apliÆbjeBlief bdsan.PostReIief1eriOdstheseeurities held

by the SB Channel and tbeMS Channel will atall times be subject to reporting

obligation by at least one of the Morgan Stanley Parties theCitigroup Parties and MSSB

Desciptlon of MSSB and the Tausaeton Crea1n MSSE

MSSB is Delaware limited liability company formed on lebniary 2$ All

membership .ioterests.iniMSSB are owned by Mergan Stanley SinithBamoy Holdings

LLC Delaware Ibnited flabilitycompatiy ijl4i.

Holdings and MSSB were formed pursuant to Joint Venture Contribution and

Fotmadon Agceinent dated asof3anuaiy 13 2Q9 the ir jp gtiinof
ad between Citigromip and Morgan Stanley

Pursuant to the Contribution Agreement and

aitbjeet the Completion of defimtive iftuited liability company agreement to be

entered into arthe closing Cmtgranp and Moran Stanley have agreed to eenuibute

etahiassets and bus sestó.MSSa.the COItIibuIed Bus1nesaes With certain

exceptions the Citigroup Contributed Businesses the $13 Channel inctude Citigroups

retail brokerage and futures business operating under the name Smith Barney in the

United States and Australia and under the name Quiker in the United Kingdom Iteland

and the Channel Islands With certain exceptions the Morgan Stanley Contributed

Businesses the MS Cbanjj aad olleetivety with the SR Channel the 1zinr
include Morgan Stanleys Global Wealth Management buincss and 4ta pnvatc wealth

manageint business on ewortdwjde.basis In th UtdtedStates the Citigroup

Contributed Bumesses are conducted pnnepa1ly within Citigroup Global Markets Inc

COMr Citigroup subsuduaty and the Morgan Stanley Contributed Businesses are

conducted within Morgan Stanley Co. mneorprated ir Morgan Stanley

subsidiary Theprimarybusinessf MSSB wiliberetall bftterageand.privateweahh

management Although MSSB through the MS Channel as defined in the paragraph

above will engagein limited amount ofSeetion 113 eligible principal trading anth

athrn UP
CuInti Tratmcti Rqusi4by MSSBMrgai iÜik an4Cili
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trading s.epe..tc1 i$.6.fortbepurPös4 f..facil ingeutotneMdia expØd
to represent r4atweb small

portion
of its overall activities The nisututionÆl businesses

of MS and CGM1 uh as underwriting advising on mergers and uisitions and

rnstttutional and propnetaty tradiiig and undenvrfting will remain in MS and COMI and

aye bo being contributed toMSSB

is the intention of Citigmup and Morgan Stanley that following the closing of

the transaction the Contributed flusmesses currently conducted by COMI and MS in the

Umted States will be conducted by MSSB in substantially the annie fashion with certain

limited niodifications The cloalng of the transaction is expected to oecornfMay3l
2009 the ntteaM June l2O09 15 tb rgetfiratday ofMSSperauons
CLgLyitf MSWs business will be carried out by approirnate1y U40
Thtaneial advisors tin the United States whose registrations will be tranderted to MSSB
Fer.Legal..flae.dtoTheiiz and.conih itioithe conibinŁden tyMSSB
intends to make few changer as possible to legacy organizational operational and

supervisory structures as they currently exist in COMI and MS Moat sign ificantly for

certain period oftine.TheU.S customers.of the SB Chanrietwill cOntinue tohavetheir

tausactionacleateii thiough and have .thir customer accountscithtodied td thedby
COMI and custoinersof the MS Channel will continue to have their transactions

aredtbrough.and hayc theirustomer accounts custodied an4 carried by.M$.. As part

of this ckringflinction tliósoMcesto bprOided by MS andCGM1 will include

ekaring and silmg securities tninaaeuons providing trade confirmations and ewitomer

statements and
perfonnizig certain cÆhtermgfunctions custody servtees and related

services number of ftinctrops mcluthng retdatory compliance and aupenisoiy areas
will be coordinated and ahned and others will be centrakied pursuant tn umbrella

progtams and pohcis ihat will overlay the legacy programs and polices tftheiwo
Channels Over tune and

following the parties applicable Relief Penod it iexpected

thanhe two Channels will bcintegrated into one op on and that ultimately .MSSB

will become Mly and custody an carry itsown.customoaicounts

At the close of the transaction through variou subsidiaries Morgan Stanley will

own 51% of Holdingsand.Citigroupwiltown49% ofloldings As noted ahvethŁ
Contributed Buinese will include certain additional non-U affiliates of Morgan

The MS Channel employs hull time fixed income Efltrading.business coflóctMlythj This Desk mnaintainsl proprietary invento.fordflorittrade.litcilitation.and

.f proprietary tradin.purp$e

andcl-QO
A1O2S25A3
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Stan1y ard.Citigioup alt.of whose holdings in SECrógistered securities wfllnºcdto be

akönintoaccountfornuitoring and reporting purposes

Holdings will bemanaged by dof di tors.conisting of four Morgan

Stanley designers two Citigroup.designces atid the senior-niost Operating executive of

Holdings subject to certarn requirements Board decisions siufl be made or dekgited to

1diflgsby inajotity vote provided atacb of Morgan Stanley and

Citigtoup Will have vwrihts with respt tO-certain matters

Morgan Staiile will be prov4ed with certam call rglns exercstbIe followmg

the thfrd fourth and filTh annMrsanes of the elostng or upon ehange iti conirol iii

Citigroup hultun ny..gieMorgan Stà ThW IolCkljroup

will be provided certain put rights ercisabIe upon change in ontroJ of Morgan

Stanley or under certain cIrcumstances following the sixth anniversary of the closing

Both Morgan Stanley and Citigroup will be subject to ceitna restrtctioas on ttansfers of

mtaftsts in Holdms and on operating acquirmg or holding entities that engage in certain

restricted businesses Each Ihavecustoniary registratloarights from the rlierofan
IPO and thesixth anniversaiy ofclosing

Prior to and followingthe closing MSSB viliworktointegratethe infonnitión

technology 11 systems- for both Channels Due to the massive scale of the joint

venture however creating an integrated IT system from the COMI and MS legacy 11

systems will require extensive changes to multiple systems covering range of business

uses and multiple client coinmun1cations and for some time there will be both product

data andsystemdissonance

rn Manaentand$ttutu re of MSSB

MÆgernentüfSSEasofLegalD4yOnŁ

As of Legal Day One the MSSI3 eiecuuve managemenueain is expected to be

in place Most members of the MSSE executive management team will be employed full

rime by and will provide all ftherr professional semees MSSIL However usonie

lnstances certain members of the team will ha additional npnsibihties at their

respectwe legacy employers at least through the transition period James Oonnan the

Cbairmanatid.CEOofMSSB will co .tobe.an.exeutivc of Morgan Stanley

Likewise certain other members of MSB management will retain

rcsponsibthties at Morgan Stanley in administrative functions including operations IT
human resourcs and legal However it is not CurrettIy anticipated that any of these

people will he invoived in d1reethig effectui or reeomrnendrng transactions in securities

or voting Secuntmes on behalf of MSSB or its customers There will be other MSSB
people whomay havongoing responsibilities at Morgan Stanley and/or who wiiLbe

105
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involved in directing the.voeing and investment of securities at MSSB however in
of the protections to implemuted See .hfrnination Barriers below MSSB and

Morgan Stanley will not share information abottt their respective ctsorüór5 trading or

their proprietary tradingexcept asæe.esary to irtdicatethe exiscnce of inventory or

facilitate nu MSSB ttade In addition in atd to .s$isf various Financial Industry

Regulatory Atthouty reqununents regardmg review of research distributed and

marketing mateiaiscreated by.MSSthere..may be limited number of employees of

the Citigroup and Matgan Stanley affiliated brokerdealers who will be duallyregistered

with MSSB for certain period Despite the overlapping responsibilities of these

individuals duiihg the parties applicable Relief Periods based on.i the separate nature

of the two Channels ii thtwo Channels independent processesfor iiaking voting and

1nvstment decisions as described further be1o and in certain protections that

Morgan Stanley and CitigrOup will implement as described further below voting and

investment decisions in the twoChannels will be.consistent with the proposal for

monitoring and reporting duringthe parties applicable Relief Periods

13 hire ünEfforts to Date 1T Management and Other

As discussed further betein the integration of the IT systems isa very extensive

and difficult undertaking that will take months to complete Likewise integrating the

two Channels employees facili sand other systems will be challenging Physical

space will be integrated after Legal Day One ouily as leases expire and the business

ratioiiale favorseombining facilities Systems other than the IT systems wilt be

integrated only aa.necessazy to appropriately account for MSStIs operations Thcecoiive

management MSSI3 will hare.space.inWestchester County New York as..of Legal

Day One However generally empIoyee will continue tO in the.offices in which

they currently work and en the systems on which they cunently work The integration

process will be gradual andwjll take 12-24 months to complete Wititfew.exeeptions
until the end of the Relief Pertgds for both parties th two Channels will continue to

operate independently

Voting and investment cc sions forMSSB Dwing the Relief eriods

and Investment Disorctioa within this Channel

Within the MS Channel the methodotog for voting and investment decisions is

as.follóws

For eusionier accounts over which the MS..Ghannethn discretionqiy

authority MS Channel.representatives make indepeOdene invement
decisions for customer acCqunt over which they have been granted

discrtionaryantliority by the customer .Thes.deeiatois are made

iCdependently by therepresentatives thmselves and are not coordinated

antong the rpresentatives MSThannel.representativ.esdo not make

cnnthl Treatment Requettcd by M$SR Morgan sunle ndCaigroup- 009

Ai73i28250t3
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voting decis ornwithrespoct to discretionary customeraccoimts

Rather the MS Channel transfrrs discretionaty otrng authority to third-

party proiy advisfirns RiskMetrics htch vote the securities

based cn their own big dations In rare insta ter MS
Channel voting clnmittee may overnd the proxy advisoiy finu voting

cuinendati our make th otbigdision hnthe proiy advisory

firm..hasecutimendaton pr.apIion
discretionary cus omer accounts where the customer requests that the MS
Channel as client .serviee.matter .j behalf of the

customer

For MS haimel third-party mwwged account prograrns Ike MS
Channel is.not gr ntedd tionaiyauthority ever thrd-paiiy managed

accounts eithetwithrpect bivestinent decisions or othig .Rather

MS Channel customers grant voting and Investment diatzelron ti Ike

thirdpaiiy manager of the account Accordingly the thud-party manager

makes voting and investnint decisions far the cuStoinersin these

nanaged accowit

Voting and Investi eat egyithin thdSB Channel

Within the SB Channei.tkeinetbo4oLog .for.voting.and investment decisions is similar

For customer n1s over ivhicJ the Sf3 Channel .Jja.discretjonarv

authory The SB Channel has personnel who develop sector allocation

targets which are then shared with individual financial advisors or are

incorporated into investment advisory accounts for moat discretionary

accounts theThiancial dvisors estmet4ecMonsuided by the

reconunendations of Citigroup research For investment advisory

programs which include asset allocation features the fmancial advisors

assist cIient in choosing an asset allocation model wluch is .oinprised of

nnitual funds exchange-traded funds PJorsepiiratcty managed

accounts managed by third party manager In some cases the

financial advisors may choose suckmutual firnds E1F or separately

managed accounts iitc SiChannelgeneralty makes voting decisions

for eustomers.according to the recominendationsof third-party prosy

advisory firms RiskMetncs in relatively smail number of cases

Whc11I$Uch have conflicts or ithewise aunabtprovkle
recommendations voting 4ecsioes.arcinadebya committceof

employees oftheSBChatmeL

FarShirneythid-pariy magedaccowroamsTheSB
Channel..dekgaies the di retianary Ætithority thatit is.granted by the

C$LIP ConideieatmeatRqySSB rgyandCiugioup 0010bm
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custnmers irdpaity manager. ike voting ahd investlent

isions lbr the customers in tbcse managed aetmts

AIi evid thetwChannôIs.have their own sep rocesses or mtkitig

vutmg and mvestment decisions and where their own epr entatjves are actually

exercising discretionary authority these decisiOns are bàsed.onüidependentfactôn

These
processes will generally stay in place through the parties applicable letzef Periods

and% combined with the other facts set forth in thusietter mmimize concerns regardmg

sharing of luf eoordiited investment and vothtgdecisio While

employees of each Channel at the senior levels may internet from time to time

investtietn4t1ngdeon.arent titade and would not be corodnated athis bv4

Rris

Comthencingat.Legàl Dày Oni MSSI gnu Stanley.and Citignup will

niaintarn informatic barners to protect their respective customer trading infonnatuon

Morgan Stanley anI Citigroup will not.share.infurffiation abut.th rcustomers trthing

with MSSB nor ill they share with MSSB mfonnation about their proprietary tradmg

except as necessary to indte4e the existence of mventcny or to facilitate an MSSB
trade MSSB will not share mformation with Morgan Stan my or Citigroup about its

trading except as tueeessaxyto.execute.atradethroughMS orCOMI Moigan Stanley

and Caigroupi will not share information about their pending inveatinent banking or

mergers and acquisitionS trgnsactions with M$SB except to the extent MSS13 is

partunptmg with one ot both finns in distributIon nfs Gurities at asuecessaty to

enforce statiitoty tmdmgrestnctions such as the tender offer nibs Although

MSSB will ut maintain format information barriers between the MS Channel and the SB
Channel we note that during the parties applicable Rebel Penod registered

representatives inthe 513 Channeli.will not have coniputer.systcms access to etistomer

poutious and trading information in the MS Channel and uegustered representatives in

the MS Channel will not have computer systems access to customer
positions

and trading

infQrmation in the 513 Channel During the parties applicable lelief Periods customer

tradesin the.Mg.Channelwili be.clearedThrouglrand.custodied.àtMS andenstotner

trades in the SB Channel will be cleared through and custodued at COMb As result

Morgan $tanley and tttgrnup believe that it is unlikely that registered representatives

and customers in the two separate Channels will have any practical ability to coordinate

trading of seeurities

to addition to the infOrmation .barriersdescribethtbove for varietyoflbgal and

compliance reasojis Citigroup will implement information barriers between it and MSSB
on egal Day One designed pennit the positions and activities of MSSB and Citigroup

not to.be attributed to.one.anot her fOr.thØ purposes of Sections 13 and 16 nd Rule 14e5

in accordance with the Dicaggregation Guidanee However even though Ciugroup will

have bese information Iamersin place on LegaiDay One because .CitigroupwiIl not

CtLIP
uifunI qedyISn 5$CitgrupoQl.Lbgan N72525O
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have completed it IT intag On4ftbrt it will nOt.bin.a position to file .1 ficittl

owncrship iaob.IDy One that disaggregate MSSR

IV Tenrnoran lronosal forLea1 Da
ffakIintsin SEC-ReiMered SeewitksUnder Sections .I3aüt J4 and on

FormSR and Intentions for Seh Monrtor1n and Reortini For the

Rclief Periods

Prnposdfor T1ef
During the appiieable Rhef Period the Morgan Stanley Parties and the

Citigretp Parties aa applicable will coOtmue det peCtwecurrentpos1tnin i1tottlt
and repOrting Odhi Of beneiai Ownershipand of

investment discrenon polieie procedures and practices Eah of the Morgan Stan tey

Parties and the Citigroup Parties will aggregate the securities managed and/or

.benefielally Owned by theportirt of MSSII that was cOntributed by such party That is

the Morgan Stanley Parties will ine1ud in their momtonng and reporting the MS
Channel and the Citigroup Parties will tnAude in their monitoring and

reporting
the SB

Channel The MS Channel is currently monitori4 and reported on an aggregated basis

with MS and the..SflChamiel is tiymonitored andreported önÆn aggregated basis

with Citigroup There arC dedicated groups for each parent charged with iitenltorxng and

rep0rtug its positions and these greups will continue to do such monitoring an4 reporting

for each parents respective Channel during such partys applicable Relief Period

During the parttes applicable Relief Petiod M8813 will not report separatóly an
seczriUesbeMcficiafly owned by it

In the event that either the Morgan Stanley Parties or the Citigroup Partiea are

rcquirer1to file any reports during their applicable Relief Period on Schedule 13D or

Sthedule 130 or under Section 16 the relevant Parties will add footnote disclosure

disclosing their relationship with M$B In addition during their applicable Relief

Periods oncecitherthe.Morgan Stanley Pattiesorth .CitigroupPaifth determine th it

reportable thrcshokl has been eeceded by such parties and their respective ChannOl such

parties will include in such footnote disclosure the portion of the heldings that is

atidbutableto .MSSBY By wayefexainpie if the.C p.Parties.weró to file

We note that while this information can be determined manuallyby each party with

respect to an individual security for which reporting threshold has been exceeded and

filing is being made neither party currently has the ability to monitor on an ongoing and

FootnouContinued Qn.Next Page

crnttdby MowStanky iindCitigrnup 0012

N73ti22sQi3
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Shedulei 13Gto report the..beneficial ownership Of securitwhithOn an aggregatd

basis with the SB Channel exceeds reportable threshoId they would rncude footnote

disclosure indicating that Citlgreup owns 49%.ofM$S nd at the portion of the

security benefioiaBy.owndbyMSSB is the erOutstariding uritie

UtesPcto Fon l3FaudS14

Morgan Stanley Padlós and the Citigroup Parties will ecotintie titeir respectwe reporting

Wkhrapeotte seourities over.vrhich they have ivcffid ceiófrOr iæhichthy
have reportable short position or have engaged in reportable short sale and

accordingly will aggregate with and include in their reports the secunties and

iraisactiQns in their respective Channel The parties will include legends in sneb reports

consistimtwith thódsOitbed in Part LB abovó

ft

Given their 4.ifferent IT Systems and .tpectiv lvekOf ersh in.MSSB

Morgan Stanley and Citigmup babe diffhrept thnables frresolving thep respective IT

challenges in order to be position to aggregate with MSSL and eventually

disaggregate MSSBm accordance with theisuggregauon Guidance Morgan Stanley

may be able to completely aggregate its position morntoring and reporting system with

MSSJ3 on Legal Day On but in any event expects to be able to do so no later than

september 304 2009 and will disaggregate MSSB in accordance with the Disagregation
Guidance at some point tobe determined after That date Citigroup expects to be able to

completely aggregate and disaggregate hi accordance with the Disaggregation Guidance
its position niànitGring and reporting system from MSB bySepter3O2UY

Footnote continuedbm Previous Page.

daily bais the securities held by the portion of MSB cqntritited by the other party in

order to detennme whether reporting threshold has been reached on en aggregatedba See IT.Chaiknges in Part Vbólow

The
parties rcgniz that Form SF1 was adopted pursuant to temporary rule set to

expire on August 2009 and expect to foHow similar approach with respect to any

ce$s rule and/crfotm

With respect to this an1jipated tinting Morgan taiJey.3s.cujny eving.adaily teSt

feed from Cittoup which
reports positions in $ecuntles within th SB Channel Morgan

Stanley is the.processof adapthigitsflayste tOteadthi5feed and to aggregate The

.ootno tecontnuedon Next Page

CoitideniiJ TratmentR qusied by MSSEtM 5anStaniy andC Ligiotp
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Accordingly the parties request that the Staff grant tenlporaxy rlIefto allow eah of the

Morgan Stanley Parties the Cthgroup Parites and MSSI3 to report posttlons on the basis

iIewnbed abQS in Fropostj for Tnnporary Afduntg the applicable Relief Period

itherMorgan Stanleyôr citigroup may be in positiôn to begia.rporting.ona basis

which no longer iràrliºf earliórthan thØOtber i1 inthis case theparty thatis

able to begin reporting without relief earlier will inform the tafT in writing accordingly

Similarly when either party begins clisaggregating MSSB in accordance with the

Disaggregation Gudanee which may be before Or after the other pay it will inform the

Staff in writing accordingly

Intenians for the Pôst4ŁliefPeriodc

Following the integration of the MSSB data into the Morgan Stanleyarid

CitigroupIT systems the pa ieswiU.hae the ability to comply With SOetiotts 13 and 16

and Rule 0a3 and to monitor and report their respective ownership positions

independent1y The part sex.ct th wiWoccwno later than Septembr 320P9 Each

party would report deseribed in Pattl.C above under FoIowingthe RdefPiod

As of September 30 2009 Citigrnup expects todisgregate MSSI3 iC

accordance with the Disaggregation Guidance for purposesof monitoring and reporting

interests At future date to be determined Morgan Stailey expects to disaggregate

MSSI3 in accordance with the D.isaggrogation Guidaitce.for purposes of ætonitOth and

reporting intereits These ctructures will ensure that MSSB is operating as separate

entity from an Investment perspetie and is miking independent mvestinent voting

dispsition and other ownership decisions At the tiiite these information barriers3

policies arid procedures are fiiUrhnplemente4 the IT edpability such that

accurate and timely inonioring.and repqrtirg may bc.doneftw MSSBs own poions

Rationale for Reauested.Relicf

FoOtnote contiiüied frpii Previous Page

positioninformation with its OWC pnsition information and that of the MS Channel

Citigroup is similarly receiving test feed from Morgan Stanley which will enable it to

report positions in securities within the MS Channel The implementation ot these feeds

is in progress and wiltbecompletedby theen dof the parties applicable Relief Periods

at whicl timethpositions within the two ChaniieIsófMSSB will also be abktó ie

cotiibinedfrornan IT prspLiye

CnfidcntI TratmentRequetedby MsS Morgui Samicy aniCitigup 0014

A/73025280..13
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We believe the garguinentsuppoit the requestfbr relief

BumecFocusedon Agwcy Rathe Thm
Principal Tradng

Because Cttigroup is not eoiflrihuting pnnoipal trading business to MSSB and

Morgan Stanley is contnbuting just sifiall principal tradmg business the primary
business of MSSB will be retail bmkerage and private wealth management and the

majority of positions are in customer aecounts the majority of wkkh are ton
discretionary A1tluxih MSSB will engage in limited lunoant of

principal trading

vqectc4 tic be Ibr the purpose of flicittitating customers such trading is expected to

represent relatively small portion of its overall activities As rcsuk Morgan Stanle
and oupspeot that on its ntvn4 MSSB wilt rare1y ifever teach tepirtiibte

threalidldofse cü tiesowtietship at the early teges ifthe.bt

ifthe requested relief is granted eath of Morgan Stanley and Citigrotip will

continue to aggregate and include securities managed and/or beneficially owned by its

respective Chaun With securIties it manages nf/ refily
en though the proposed strncture may in part be ineonsstent with the strict

requirements of Section 13 and Section I6 the proposal atisiie the regulatory rationale

behind these requirements The proposal will teniporanlythlfill the regulatory objectives

for accurate fothatk the markctplacetothe extent applicable thresholds may be

exceed

13 .PPOIi4y.Objectiwt

Absenttht4LettheIjef sibjhtthethtion notbeableto

close uit the IT systems are developed to permn aggregation and asapphcable

disaggreganon of xnfntmation required to be diclosed owevcr the Importance of the

swift and successful completion of the joint venture in the ewtent market envlronmein

c5nnict be underestimated We believe that the monibring and reporting challenges faced

bs the proposed Joint venture are unique and possibly unprecedented We also believe

that given the reasonable alternative
reporting proposal contained in this letter the

balance public interest weighs in favor of grantmg the lmnted and temporary requested

liewntwhiebJth closing.oflbetransaçtion would have to be deiayed

oifidtht1 mene.quby.M gianley QO IS
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iirst the current financial crisis creie.a spccil for urgency to dose the

joint venture transaction The transaction wilt provide certainty ata tame wheat investoi

eonfusion..is rife and .eonfIdencó is.low Cus tulers ofthe two flrntswouEdbe provided

assurance of the future structure of their securities firm when many are struggling with

lundarnental questions of whom..they can tins ithtjefr fiiumces andturn to for advice

Second the joint venture structtar proposed byCiliup and Morgan Stanley is

unusual Most transactions involving banges of ownership of broker dealer are simple

acquasinoais not reqanringtheinerger irwretail operataQns with ongoing arrangements

wilttWlegae fins Thea pingatiwiththàgatfitm peial

cinpftcataons in compym with Sections 13 and 16 and Rule Wa3T and others for

wlucb we are seeking separate re1ief Morccwer the sharing of legacy finn ownership

data that ia reqtnred to perlbrm this aggregation raises significant ongoing business

oecrnrtb1scy1fin bus ess that are noIconfribOtØd to MSSL3.particu1iir1y

for Citagroup which does not have managemeflt control over MSSI3 Not only do these

urnque monitoring and reporting challenges not 4rmse most transactions as discussed

full .inthCnext paragraph thçy.also are more challenging inl.thistransaction than the

conimomily tnld

Thir4th-scal of the jnint.vcnure.isnusuafly.iametouching more than 10

nulboncustomer accounts and creating no1ogici4chalienes of Immonse scope for

MSSB Morgan Stanley amid Citigroup to tespz1 to the resutha disclosure challenges

they must make extens1v changes to multiple systems covering range ofinomtonng
and busmes uses Gwen their scale temporal7 manual fixeslo address these problems

are notpraetieablIeand wotildnot.result in atcurate.informationbeingEeonsistenfly

provided an tamely manner to the public The acopeof these stems changes is perhaps

unprecedented in co nbhtation.of retail operations

Fourth .dnsp eTheigificaaitha1lepgsiosed by theeope Of theeystems

cbanges MSSB Morgan Stanley and Catagroup are committed to unptementmg the

changes in athriiy and comprehensive manner flacfrq th equestedreiiefisto last

only Lot the relatively almit atennt period until such iinplementation is complete so that

.flteis.aed thentarketthyaece ivthebftyproided1toshig.tt$

See SEC No4cuon Lemter Her Mijey Government Exchange Act Sectin 13d
Reporrm dated December 10 20O8 which was grantcd in part based on the United

Kingdoms governments response to the inteniationat financial crisis

con5dittiai ea ntRquctdby MSSB MnndCtXli6
N7322scW
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tninsactionassoon as possible Tho requested..rciicf will allow thepartiestoclose the

transaction more quickly and appropriate and in the public interest given the current

fina inarketimnoil

ef th of the joint venture transaetiön the scide ofthe

joiit venture the massive resnltmg systems ehange Ilte urgentneeLtoprovide certainty

to customers nd the turmoil in the fipancia markets we believe that it shouki be

possible for the aftto provide relief this situation without creating precedent that

may be used by others where the exigent circumstances present here do not exist

Moreover we believe that the provision of relief in thm circumstance wili benefit

investors and the pubc and will not.be contrary to the Conunissiotfs investor protecton

mandate

Caordinan4ba1.Regu1wy Rem .es

Each of gmiSta .andCitigthup iS bjeetto dieIosure ofitrest.regimes

globally with cacti haiing its own requirements atul standards for global moniturmg and

reporting Accordrngy monitorIng and reporting on global level will require an IT

system thatwifl workeffectively on.a globalbasisiiand implementiiig.thissysternwill

take time

Tchdkgec

From pcL.standpoint it may bºdiftiult forMergan Stan Icy and Citigôup

to resolve the IT rnte$ratlcrn challenges prior to or immediately after closing the

transaction such that they and MSSJ3 may effectively monitor and report in any way on

Legal Pay One other than what is proposed As noted ahoy therewill be srgmficant

work thiolved in mtegratmg the MSSI3 data into two eqinpame ITsysteins and in the

meantune thetewill be substantial product data arid system thasonanee Thatsaid the

two firms are inaLingdiligait effbrts and have project teams in place to achieve sufficIent

IT integration as sOon as practicable to be able to comply with th ekisureregulithons and

maintain the confidentiality of sensitive ownership data without needing to implement

onerous maiual solutions To date each of MS and Citigroup have exchanged data feeds

of their
reporting positions that will be contributed to MSSI3 on Legal Day One and the

parties arC working with these as described in Note ahvó IIowever$ie parties

expect the integration issues for the IT systems that are relevant to position report nig to

be resolved gradually over few month with goal of complete integration by

September 30 2009 Each of the two firms baa project plan with clearly defined IT

atitestones and goal and which sets out the stepsthat have been taken and the steps that

remaintó ieteiætgIor.

To thez tthat th ITsystems are not integrated as necessary toiheilitate

compl.ian eby Legal DayQac manital wtkaroi ds would be the Only possible

ULU
.Trcatmenqutaed by MSSMgu dCitigrup 0017hcrn

A/73.02821i3
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rep ng.sOlution absent.taliei However the .unprecedntdseaL.MMSSBs brokerage

operations makes such manual workarounds impractical and any t9rln ot manual

workaimd In two veiy large organizations raises significant ckrneerns regarding
the

eiiabifltyof data aitdtheresulting ciu.sions.and reprthg Ii dditio eparIægand

implementing These manual workarouads would require aignificant IT work and would

Wtmatly distract and delay the lirms respective IT groups as well as their compliance

personneI from ther primaiy goal of IT Integration and strict eompliance with the rules

in thenear term

The following are sorneof theiT issues that niust.be resóled befàre the

uccessfu1 mtegrauon of the MSSB data into the Morgan Stanley and Citigroup II

for moiiinxi aadseiosures purposes

For many securities there is no

common internationalsecurity identifier This is ictthwty the case

structured products and derivatives where the linkage between the

derivativeandan underlyinglistedsecurity may nebe manually

established to ensure that finns aggregate .psitiotr.dataisaccurate

Morgan Stanley and Citigroup use different methods of identifiiug these

securities in their respeetie databases As resu1 there wilt be

discrepancies if the positiin data is integrated pretnaturely
To resolve

this ion 15116 must be ted.tóolithæate.the

discrepancies before the Contributed Businesses position data may be

ombind. The.pm reatingsueh atableLand ghre1eaut
daiatrom Citigroups systems to Morgan Stanleys and vice veYa will

be tinioeonsuni lug and dliffiuk

Data Model Duff nes Morgan Stanley and Citigmup use different

data iiibd el dWt th itv data differently

Morgan Stanley and Citigroup are working together to find acoinmon

dainode.onertoprocess the positions togather EacliIT system

collects differentinformation about ettstOflier accounts anecteri where

they collect the same infotmation they may do so differentfy

complicating efibits to determine which data should be included in

reports an4 how .abould.be cakulated particulariy for purpQsesof

pilatiugScheduk 13010 Fortn 13F and FonnSl

Listç rT$nsç Thetotliese lvi ofthedata

Morgan Stanley and Citigroup must agree on secure way to transfer and

wehousecross4irin jnfoation to ensure thatcoatidcntialjnferntaiôn

ic not disclosed Although Morgan Stanley and Citigroup have diffirent

tools available to do tlüs.they must agree upon stadardsto be

impkmeiued on both sides in order to begIn automated .transnissions in

51511zm tt ak MSSMoSydjgrp-1018
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secure manner This etlort can take time lone oithe parties needs to

aLqwrc and install new tools in order to support these requirements

As noted abo the panics expect these ariou IT integration issues to he resol ed

radanllv er te aonths ith goal ot complete inteizralion September 30 200

ILinporart .Vv/uwn

IiImil and most notably the proposal fir .egal Day One is mR wmjorarv
.solutwi proposed in the interest of pros iding market transparency under difficult

circumstances It is not permanent and is merl meant to bridge the reporting gap unit

the intcgratioii ISSLICS for the stems that are relevant to position reporting are

resol cd With respect to the Monan Stankv Parties this ma be hr egal Onc but

could extend until September 30 200g and iih respect to the itigroup Parties and

\ISSI3 this is expc1eJ to be Ei September 30 2009 Each the Morgan Stanley

Partes the Itieroup Parties and MSS vill monitor and report in compliance ith the

rules as written soon such parc has the independent capability to 10 so or shortly

thereatter As noted aho either Morgan Stank or itigroup may be in position to

bein repornntt on basi shicli does not require relief earlier than the other and curlier

than N1SSl3 in this case the part that is able to begin reporting without relic eariier will

inbrm the Stall 11 riinI accordiutv hi addition v.hen MSSB begins reporting on

separate basis it ill also inform the Siali in wriline aecordinal

Vt Conclusion

In conchision \ISSB the Morgan Stank Par1ie and the Citigroup Parties

request that the Staliolthe Divi.sion ol
orporation Finance and the Di ision of

1n esiment Manacement coulirni that the would not recommend to the Commission that

take entbrcemcnt action against MSSI3 the Morgan Stank Parties or the itigroup

Parties under Section 13 and Sectinit and Rule l0a3l if they temporanlv report

positions on the basis described above

VII oufidenthil Ircatincnt Request

As of the date of this letter the parties have not public disclosed certain

in forimtion contained herein inc hiding their expectations regarding the losing date of

the transaction Public ailabihitv of this inlrmation could have adverse consequence
For the part ic For eximpk an unexpected delay in the closing could he interpreted by

arLet participants as an indication that there are material difficulties with the joint

ventul-e when none in fact exist Accordingls notice of this letter is also being sent In

the ilice of Freedom ol Inlbrnatuon and Privac -\ct Operations of the omniksion
and we respecLlui rcuucsl that the onimission accord confidential treatment to this

reqtcst and an ritten
response from the Stat theteto pursuant to 17 .1 .R 200l

r.amnt R..cd MSH.tt Sank It.riup
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until the SarliØr ofi thóOlosingDateand.Qi the da$ that ia.l 20daysfsmthedattof

the.StafPs respgnsetgtWsett.

Please contact Laurie Cerveny àfBingharnis4cCutchen LIP at 61 7.9Si.S52i
scha Travers of Davis Polk Wardwell at 650 7S220 14 or the undersigned at the

above phone nürnbei.to diseuss.anyquesikrns oteOtnmeftts to this lttet

Sineerelyyours

iohn
R4iitzsmeids

cc Mióhelli.OrtischikoffMorgan.Stanlej

Anne Cooney Morgap Stanley

Rose.AnneRiehter Morgan Stanles

Dennine Bullard Morga Stanley

Joyce KramerMorgatiStanley

Michelle Wilke Morgan S6nley

Neai.SuliivanQ3ingli am .McCntslamLLP

Amy Ktoll inshM ..MGCUkhAA LEP
Nardycallcott I3rngham MeCutthen LLP
Laurie Ccrvcny l3wgham McCutthen LLP
XarPcIikCitigrôjsptnc4
All Karsh âiflcitigtaUp hwj

Latuty Schwartz Davis Polk Wardwelj

MIacha TratatDavis Polk \V4ll
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